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It  should  be  stated  at  the  outset  that  any  discussion  of  the  possi- 
bilities or  limitations  of  cooperative  marketing  must  recognize  the 
fact  that  there  is  a  wide  range  in  what  may  reasonably  be  expected 
of  various  organizations.  Just  what  they  are  in  any  given  instance 
will  depend  upon  a  number  of  factors  such  as  the  nature  of  the  com- 
modity, the  degree  to  which  private  business  has  already  perfected 
distribution  of  it,  upon  the  degree  to  which  people  are  trained  in 
cooperation  and  upon  whether  the  cooperation  considered  is  of  a 
local  or  of  a  larger  nature. 

It  will  be  long  before  all  the  possibilities  mentioned  are  fully 
realized.  As  a  matter  of  fact,  some  are  beyond  the  range  of  proba- 
bility for  the  immediate  future,  though  well  within  the  range  of 
possibility  if  sought  by  men  of  ability  and  clear  vision.  Moreover, 
all  of  them  depend  on  good  management. 

POSSIBILITIES   OF   COOPERATIVE    MARKETING 

(1)  Standardizing  and  Improving  Production. — Many  persons, 
when  considering  the  possibilities  of  cooperative  marketing,  are  in- 
clined to  think  in  glittering  generalities  of  things  a  long  way  off — 
''elimination  of  middlemen,"  "price  fixing"  "orderly  marketing," 
etc. — little  realizing  that  some  of  the  most  likely  fields  for  fruitful 
activity  on  the  part  of  their  marketing  organizations  are  close  at  hand. 

Among  those  closest  at  hand  are  the  possibilities  arising  from 
standardization  of  varieties  and  from  improvement  in  production. 

Members  of  a  cooperative  association  often  resent  having  the 
management  discuss  production.     The  management,  in  their  opinion, 


*  This  circular  is  a  revision  of  an  article  with  the  same  title  published  in  the 
Annals  of  the  American  Academy  of  Political  and  Social  Science  for  January, 
1925.     Additional  material  has  been  added. 
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has  been  hired  to  sell.  It  must  be  remembered,  however,  that  the 
management  is  in  a  position  to  know  what  varieties  and  qualities  the 
market  demands  and  it  should  be  expected  to  point  out  the  facts  to 
the  membership.  The  sale  of  radio  outfits  has  curtailed  the  sale  of 
phonographs;  now  the  phonograph  manufacturers  are  making  radio 
outfits.  Agricultural  production  must  likewise  he  made  to  meet 
demand,  and  the  larger  cooperative  associations  are  in  a  position  to 
suggest  suitahle  changes. 

Producers  in  all  parts  of  the  country  do  too  much  experimenting 
with  varieties,  whether  of  apples,  chickens  or  potatoes.  A  survey  of 
twenty-four  farms  in  northern  California  disclosed  the  fact  that  on 
these  twenty-four  farms  were  being  produced  forty -two  varieties  of 
plums  and  thirty-two  varieties  of  peaches.  The  manager  of  a  nut 
marketing  organization,  operating  in  the  same  general  part  of  the 
state,  complains  that  he  finds  it  extremely  difficult  to  sell  advan- 
tageously the  nuts  from  this  section  because  many  of  the  varieties  are 
relatively  unknown  to  the  trade  and  because  so  many  varieties  must 
be  loaded  to  make  up  carload  lots.  The  result  is  that  either  the 
number  of  markets  is  greatly  restricted  or  additional  expense  must 
be  incurred  for  less  than  carload  shipments  or  for  concentration  and 
reloading. 

A  similar  situation  obtains  in  many  other  communities  and  often 
in  an  exaggerated  form  on  individual  farms.  Thus  an  apple  grower 
a  few  years  ago  displayed  sixty-eight  varieties  of  apples  grown  on 
his  own  farm.  For  local  markets  such  a  multiplicity  of  varieties 
does  not  offer  any  particular  sales  difficulties.  In  fact,  for  direct 
marketing  purposes  they  may  even  offer  an  advantage,  but  when  it 
becomes  necessary  to  reach  wider  markets  the  problem  of  distribution 
is  made  vastly  more  complex  by  the  fact  that  every  car  loaded  at  the 
shipping  point  is  likely  to  have  a  large  number  of  varieties  and  that 
shipment  may  have  to  be  made  in  less  than  carload  lots.* 

The  instances  cited  are  possibly  extremes,  but  they  indicate  a  ten- 
dency among  many  farmers  to  select  varieties  of  plants  or  breeds  of 
animals  upon  independent  individual  judgment  rather  than  upon  a 
community  basis.  _  From  a  marketing  viewpoint,  however,  this  only 
splits  up  the  quantity  marketed  at  country  points  when  quantities 
are  already  too  small  in  most  communities  for  efficient  marketing. 


*  The  sales  manager  of  a  large  cooperative  association  recently  made  the 
statement  that  "Bartlets  in  straight  cars  are  desirable  and  all  the  agents  want 
the  number  of  lines  cut  down  to  the  minimum.  The  one  and  two  brand  cars 
command  a  premium  over  mixed  lots  and  draw  'repeat  orders.'  "  Benett, 
W.  D.  Sales  manager  now  in  east  makes  preliminary  report  on  trip.  Blue 
Anchor  2:8.     1925. 
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Cooperative  organizations  can  do  much  to  bring  about  standard- 
ization along  this  line  by  discouraging  the  production  of  the  less 
desirable  and  by  bringing  about  the  general  adoption  of  a  few  of  the 
best  breeds  and  varieties. 

Again,  cooperative  organizations  can  bring  about  improvement 
in  production  and  particularly  can  promote  the  adoption  of  those 
practices  which  tend  to  make  for  standard  quality  of  product  in  the 
community.  The  general  adoption  of  what  have  been  shown  to  be 
the  best  methods  of  spraying  and  pruning  orchards,  for  example, 
should  make  for  uniformity  of  color  and  appearance  in  the  fruit. 
Already  in  certain  sections  of  California  the  spraying  and  pruning 
of  citrus  fruits  is  done  by  the  cooperative  packing  associations, 
largely,  it  is  true,  on  account  of  the  greater  efficiency  thus  obtained, 
but  also  because  of  the  greater  uniformity  of  the  product.  For 
similar  reasons  many  of  these  associations  have  also  undertaken  the 
cooperative  picking  of  the  fruit. 

Local  cooperative  creameries  have  had  a  difficult  problem  in  meet- 
ing the  competition  of  the  large  centralized  creameries.  Very  often 
their  product  has  scored  higher,  but  because  the  quality  varied  from 
time  to  time  they  could  not  obtain  as  good  a  price  as  that  obtained 
by  the  large  concerns  for  a  highly  standardized  but  lower  scoring 
product.  Recently  certain  groups  of  these  creameries  have  come  to 
recognize  the  advantages  of  having  standardized  products  and  have 
employed  field  men  to  work  with  the  local  butter  makers  in  order  to 
bring  about  uniformity.  In  many  instances  the  financial  gains  from 
such  an  improvement  are  greater  than  any  possible  saving  in  costs 
of  marketing. 

One  of  the  outstanding  advantages  gained  by  the  Danish  coopera- 
tive creameries  in  selling  their  butter  on  the  English  market  arose 
from  a  similar  line  of  action.  Danish  bacon  offers  even  a  more  strik- 
ing example  of  planned  production.  In  this  case  it  was  discovered 
that  the  English  trade  demanded  bacon  from  a  peculiar  type  of  hog. 
Thereupon  the  Danes  set  about  by  organized  effort  to  produce  that 
particular  type  of  hog.* 

(2)  Standardizing  and  Improving  Grade  and  Pack. — A  second 
outstanding  possibility  for  cooperative  marketing  organizations  is  also 
to  be  found  near  home.  It  consists  in  improving  and  standardizing 
grade  and  pack.  Cooperative  organizations,  particularly  the  larger, 
have  played  an  important  part  in  bringing  about  not  only  the 
improvement  of  grades  but  the  standardization  of  grades  to  make 


*  Christensen,  Chris.  L.     Agricultural  cooperation  in  Denmark.     U.  S.  Dept. 
Agr.  Bull.  1266:32-34.    1924. 
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them  uniform  from  shipping  point  to  shipping  point  and  from  time 
to  time.  Familiar  examples  of  a  high  degree  of  standardization  by 
cooperative  associations  are  brought  to  mind  by  the  mere  mention  of 
"Sunkist"  oranges,  "Eatrnore"'  cranberries,  "Sun-Maid"  raisins, 
"Diamond  Brand"  walnuts,  etc.  The  greater  the  control  of  the 
central  organization  over  the  product  the  greater  the  possibility  that 
a  high  degree  of  perfection  may  be  reached  along  this  line. 

In  the  case  of  products  which  can  be  sorted  after  delivery  by  the 
producer,  control  of  the  local  receiving  house  enables  an  association 
to  put  into  effect  improved  grading  and  packing  practices  on  short 
notice.  With  such  products  as  berries  and  certain  other  deciduous 
fruits,  where  farmers  do  their  own  grading  and  packing,  a  long 
programme  of  education  may  be  necessary.* 

What  has  been  said  of  grading  may  also  be  said  of  packing. 
Improved  and  standardized  packaging  is  particularly  important 
because  of  the  fact  that  sale  in  the  wholesale  and  jobbing  markets 
is  so  frequently  made  by  the  package.  Apples,  for  example,  are  sold 
by  the  barrel  or  by  the  box,  lettuce  by  the  crate  or  by  the  hamper, 
berries  by  the  crate,  tray  or  box,  peaches  by  the  box  or  by  the  basket. 
Moreover,  packages  even  of  the  same  type  frequently  vary  in  size  or 
in  shape  by  such  slight  gradations  that  the  eye  can  scarcely  detect 
differences  and  certainly  cannot  measure  them.  All  this  makes 
marketing  more  difficult.  The  retailer  who  finds  that  some  packages 
do  not  contain  full  measure  thereafter  makes  allowance  for  short 
measure  when  he  bids  on  similar  packages.  Federal  and  state  regu- 
lation have  done  much  to  bring  about  improvement,  as  have  coopera- 
tive organizations  controlling  substantial  portions  of  various  products, 
but  much  more  can  be  done. 

Improving  and  standardizing  grade  and  pack  should  make  market- 
ing more  efficient  by  (a)  raising  the  level  of  quality  of  the  product, 
(&)  improving  its  carrying  quality,  and  (c)  permitting  readier 
agreement  between  buyer  and  seller. 

(3)  Stabilizing  Production. — Stabilizing  production  in  agricul- 
ture is  most  difficult  because,  first,  the  biggest  single  factor  in  deter- 
mining production  in  any  one  year  is  the  uncontrollable  element  of 
weather,  and  second,  because  the  decision  as  to  how  much  to  plant  or 
how  intensively  to  operate  rests  with  so  many  different  individuals, 
each  acting  independently. 

Controlled  production  is  therefore  impossible.  Urging  a  decrease 
in  production  does  not  work.     This  has  actually  been  tried  by  the 


*  Black,  J.  D.  and  Price,  H.  B.     Cooperative  central  market  organizations. 
Minnesota  Agr.  Exp.  Sta.  Bull.  211:75.     1924. 
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wheat  growers  of  the  Dakotas,  the  cotton  growers  of  the  South,  and 
the  tobacco  growers  of  Kentucky.  In  nearly  every  instance  where 
such  a  campaign  for  decreased  production  has  been  conducted  there 
has  actually  been  an  increase.  Apparently  every  farmer  feels  that  if 
others  are  going  to  produce  less  it  will  pay  him  to  produce  more. 

There  are,  however,  periods  of  over-production  and  under-pro- 
duction which  lead  first  to  low  prices  and  then  to  high  prices.  Under 
ordinary  conditions  growers  of  apples,  lemons,  or  grapes  continue  to 
plant  so  long  as  prices  are  high,  in  spite  of  the  fact  that  immense 
acreages  have  already  been  planted  but  have  not  yet  come  into 
bearing. 

It  is  in  this  sense  that  stabilized  production  is  needed.  If  some 
of  the  over-planting  can  be  prevented  that  very  fact  will  help  pre- 
vent depressions  which  so  often  follow.  Strong  cooperative  associa- 
tions can  do  much  along  this  line  if  they  will  keep  their  members  and 
others  thoroughly  informed  as  to  the  prospects  of  over-planting  or 
under-planting. 

Governmental  agencies  are  already  publishing  many  of  the  facts, 
but  these  facts  either  do  not  reach  the  producers  at  all  or  they  are 
not  properly  interpreted.  Cooperative  organizations  can  therefore  do 
three  things :  They  can  help  make  crop  information  more  accurate ; 
then  they  can  do  even  more  to  disseminate  the  facts ;  and  they  can  do 
still  more  to  bring  about  intelligent  action  on  the  basis  of  the  estab- 
lished facts,  not  only  on  the  part  of  their  members  but  on  the  part  of 
outsiders  as  well. 

There  has  been  a  tendency  on  the  part  of  many  cooperatives  to 
avoid  this  subject  because  of  fear  of  attack  under  anti-trust  acts, 
state  or  Federal.  We  are  probably  already  in  an  area  of  saner 
attitude  toward  cooperative  action  along  this  line.  Big  business  is 
being  urged  to  avoid  recurring  " booms"  and  "hard  times."  Why 
should  not  organized  agriculture  be  encouraged  to  do  the  same? 
Certainly  large  cooperative  associations  should  have  at  their  disposal 
the  talent  to  show  the  public  and  government  officials  that  stabilization 
benefits  the  public  by  preventing  the  recurrence  of  successive  periods 
of  surplus  and  shortage.* 

(4)  Controlling  Flow  of  Market. — The  control  of  rate  of  flow  to 
market — often  spoken  of  as  "orderly  marketing" — has  many  possi- 
bilities for  cooperative  action.  It  has,  however,  been  over-emphasized 
and  misinterpreted. 


*  Black,  J.  D.  and  Price,  H.  B.     Cooperative  central  market  organizations. 
Minnesota  Agr.  Exp.  Sta.  Bull.  211:60-73.     1924. 
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The  ways  in  which  orderly  marketing  can  be  brought  about  may 
be  very  different  for  different  commodities.  Orderly  marketing  may 
mean,  for  example,  such  an  adjustment  of  shipments  to  demand  as 
to  put  on  the  market  throughout  the  year  a  fairly  uniform  amount 
each  month.  This  is  conceivable  in  the  case  of  organizations  market- 
ing such  commodities  as  grain,  cotton  or  wool.  In  the  case  of 
organizations  handling  a  commodity  with  a  highly  seasonal  demand, 
it  may  be  necessary  to  move  the  main  crop  quickly  at  a  particular 
time  but  a  reasonable  effort  should  be  made  to  keep  some  of  the 
product  on  the  market  at  all  times  so  as  to  encourage  consumption 
throughout  the  year.  This,  for  example,  is  what  is  being  done  with 
such  products  as  cranberries,  walnuts,  and  almonds,  all  of  which  are 
holiday  products  for  which  the  season  of  active  demand  can  only  be 
lengthened  slowly. 

With  such  products  as  eggs,  on  the  other  hand,  orderly  marketing 
may  mean  placing  a  part  of  the  product  in  cold  storage  during  the 
season  of  heavy  production  to  be  moved  out  later.  This,  however, 
involves  the  taking  of  certain  speculative  risks.  These  risks  may  be 
minimized  by  the  adoption  of  careful  sales  policies  and  good  pooling 
methods. 

In  an  organization  which  controls  a  very  small  proportion  of  the 
product,  the  problem  of  orderly  marketing  may  resolve  itself  into  a 
problem  of  forecasting  the  season's  price  and  then  selling  a  portion 
of  the  product  whenever  the  price  reaches  or  goes  beyond  this  fore- 
casted price.     Or  it  may  mean  finding  '"gaps"  in  the  market. 

The  California  Rice  Growers'  Association,  for  example,  makes  a 
large  proportion  of  its  sales  on  the  Japanese  market.  Since,  however, 
it  controls  but  a  fraction  of  one  per  cent  of  the  world's  rice  supply 
there  is  not  the  remotest  possibility  of  price  control.  What  this 
organization  does  is  to  attempt  to  forecast  prices  and  the  movement 
of  crops  of  other  countries.  Then  it  aims  to  get  into  the  market 
between  other  crops  at  the  best  prices  then  obtainable.  This,  of 
course,  involves  the  use  of  the  best  available  means  of  forecasting 
prices  and  means  that  the  management  of  the  association  must  do 
what  individual  producers  ordinarily  do,  namely,  sell  the  product 
when  in  their  judgment  the  best  price  may  be  obtained.  Such  a 
policy  is  likely  to  lead  to  trouble,  however,  if  members  do  not  fully 
understand  and  approve  of  what  is  done.  If,  for  example,  the 
management  misjudges  the  market,  each  member  is  likely  to  feel  that 
he  would  have  sold  at  the  highest  price. 
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Another  possibility  is  that  of  diverting  a  portion  of  the  product  to 
other  than  the  usual  uses.  Thus  a  berry  growers'  association  for 
several  years  has  taken  berries  which  could  not  be  sold  at  stated 
minimum  prices  off  the  fresh  fruit  market  and  sold  them  to  canneries 
or  packed  them  in  sugar  for  future  sale. 

Milk  producers'  associations  in  many  instances  are  using  this 
method  of  regulating  flow.  In  this  case  numerous  markets  are  open 
to  them — butter,  cheese,  condensed  or  powdered  milks,  ice  cream, 
casein,  etc. 

When  there  are  alternative  outlets  it  is  only  "good  business"  to 
use  them  whenever  they  pay  better  than  the  usual  outlet.  Whether, 
however,  a  surplus  can  profitably  be  disposed  of  at  a  lower  price 
than  may  be  obtained  through  regular  outlets,  will  depend  upon  the 
proportion  of  the  commodity  under  control  of  the  association  and 
upon  the  nature  of  the  demand  schedule  for  its  product  at  that 
particular  time.*  In  most  cases  it  will  not  pay  a  cooperative  associa- 
tion to  take  any  substantial  loss  in  this  way.  The  use  of  such  outlets 
must  be  carefully  considered  for  they  often  involve  expenditures  for 
equipment  which  will  make  the  use  of  the  new  outlet  a  permanent 
necessity  or  involve  losses  from  idle  equipment. 

It  has  been  questioned  repeatedly  whether  any  decided  advantages 
will  arise  out  of  studied  regulation  of  the  flow  of  the  product  into  the 
market  in  the  case  of  such  commodities  as  grain  and  cotton,  which 
are  extensively  bought  and  sold  on  organized  produce  exchanges.  The 
claim  is  that  in  these  instances  the  development  of  a  class  of  specu- 
lative traders  has  so  accurately  forecasted  future  prices  that  as  a 
matter  of  fact  the  farmer  might  in  many  cases  market  his  product  at 
almost  any  time  in  the  year  which  suits  his  own  convenience,  without 
suffering  material  loss,  because  someone  is  always  ready  to  buy.  In 
proof  of  this  claim  figures  have  been  presented  showing  the  average 
prices  by  months  over  many  years.  The  evidence  tends  to  show  that 
the  prices  prevailing  at  harvest  time  have  not,  on  the  average, 
advanced  during  the  following  months  by  more  than  enough  to  cover 
storage  and  handling  charges  up  to  the  time  another  crop  came  onto 


*  The  demand  schedule  for  any  given  product  is  the  schedule  or  list  of 
quantities  which  consumers  would  take  at  some  particular  time  at  each  of  a 
series  of  prices.  Thus  at  $3.00  a  dozen  there  might  be  a  demand  in  a  given 
market  for  100  dozen  roses.  At  $2.50  there  might  be  buyers  for  150  dozen,  and 
250  dozen  might  be  taken  at  $2.00.  And  at  each  lower  price  there  would  likely 
be  a  greater  demand.  One  might  list  the  prices  and  the  amounts  which  would 
be  taken  at  these  prices  about  as  a  railway  company  lists  the  freight  rate 
charges  between  various  points.  This  would  be  a  "demand  schedule."  It  is 
necessarily  an  imaginary  thing  because  one  can  never  know  just  how  much 
would  be  taken  if  the  price  at  a  particular  time  were  other  than  what  it  is. 
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the  market.  Here  the  probable  gains  from  control  of  flow  are 
frequently  over-emphasized. 

On  the  whole,  control  of  flow  to  market  is  full  of  possibility  when 
intelligently  and  boldly  undertaken,  but  is  equally  full  of  danger 
when  undertaken  without  adequate  knowledge  of  facts  or  skill  in 
execution  of  plans. 

(5)  Improving  Distribution  between  Markets. — Evenness  of  dis- 
tribution is  a  matter  of  particular  importance  in  the  distribution  of 
perishable  fruits  and  vegetables,  especially  where  a  given  producing 
section  must  send  its  products  to  many  markets  and  so  distribute 
them  as  not  to  clog  any  one  market  while  leaving  another  bare. 
When  one  area  alone  produces  the  bulk  of  a  crop,  as  is  the  case 
with  California  lemons,  the  matter  is  relatively  simple.  It  becomes 
far  more  complex  when  numerous  sections  compete  with  each  other. 
Such  is  the  case  with  peaches  during  certain  summer  months,  with 
straAvberries,  and  with  many  other  fruits  of  like  nature. 

Three  methods  have  been  proposed  for  bringing  about  more  even 
distribution.  One  is  to  put  the  distribution  of  practically  all  of  a  given 
product  into  the  hands  of  a  large  cooperative  organization.  The 
second  is  the  sale  of  all  of  the  product  at  shipping  point  or  early  in 
transit  through  such  a  device  as  the  F.  0.  B.  auction.  A  third  is  the 
adaptation  of  the  clearing  house  idea  to  the  distribution  of  fruits  and 
vegetables. 

Where  cooperative  associations  have  control  of  the  bulk  of  a  given 
product  in  all  the  leading  sections,  there  is  a  possibility  that  these 
may  be  effectively  federated  after  the  plan  of  the  American  Cran- 
berry Exchange.  Once  this  is  accomplished  the  way  is  open  for  more 
efficient  distribution  than  now  prevails.  With  most  products  such  an 
ideal  condition  is  still  far  away.  It  must  not  be  assumed  that  this  is 
a  simple  matter.  Doubtless  the  distribution  of  such  a  product  as 
the  Imperial  Valley  cantaloupe  crop  would  be  greatly  simplified  if 
centered  in  one  agency.  But  it  would  still  involve  daily  adjustment 
between  markets  to  meet  changing  competition  with  other  fruits,  and 
to  meet  changing  economic  and  weather  conditions. 

Most  people  are  inclined  to  under-estimate  the  importance  of  this 
type  of  adjustment  and  to  overlook  the  sudden  and  extreme  changes 
in  demand  which  are  all  too  common.  A  hot  wave  greatly  stimulates 
the  consumption  of  many  fruits.  A  cold  wave  has  the  opposite  effect 
on  the  demand  for  such  products  as  melons  and  canteloupes.  But 
hot  or  cold  waves  do  not  hit  all  markets  at  the  same  time,  hence  the 
marketing  agencies  must  make  adjustments  constantly  and  quickly. 
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Again  a  local  crop  near  an  eastern  market  materially  reduces  the 
demand  for  a  California  product  ordinarily  supplying  that  market. 
For  example,  rhubarb  from  the  Hayward  section  of  California  finds 
a  ready  market  in  the  middle  west  and  east  at  certain  times  of  the 
early  spring,  but  its  market  is  effectively  blocked  as  soon  as  local 
rhubarb  begins  to  arrive  at  those  markets. 

(6)  Advertising  and  the  Development  of  New  Markets. — It  has 
been  pointed  out*  that  there  are  fairly  definite  limits  to  the  amount 
of  food  each  person  can  eat  and  that  therefore  cooperative  advertising 
of  food  products  will  simply  sell  certain  products  at  the  expense  of 
others.  There  is  doubtless  a  large  measure  of  truth  in  this  contention. 
It  matters  little,  however,  to  the  California  lemon  grower  whose 
product,  if  any,  the  lemon  has  displaced.  Nor  is  the  raisin  grower 
greatly  concerned  if  the  raisin  has  displaced  certain  other  foods. 
From  the  point  of  view  of  cooperative  associations  that  are  selling 
specific  products,  judicious  advertising  seems  to  have  paid,  and  will 
doubtless  continue  to  pay.  It  is  very  likely  true  that  even  so  staple 
a  commodity  as  the  potato  might  benefit  by  advertising  in  years  of 
overproduction,  particularly  if  the  advertising  emphasized  relative 
cheapness,  showed  new  ways  of  using  potatoes,  called  attention  to 
reliable  brands,  and  were  followed  by  effective  sales  effort.  A 
specialty  like  artichokes,  which  is  still  unknown  to  many  people, 
would  seem  to  offer  a  particularly  good  field  for  this  sort  of  effort. 

It  should  be  pointed  out  that  consumption  can  be  changed  by  the 
substitution  of  one  product  for  another.  The  family  which  is  induced 
to  spend  an  increasing  proportion  of  its  income  for  any  of  the  many 
new  conveniences,  comforts,  or  luxuries,  may  have  to  spend  more 
carefully  on  food.  Undoubtedly,  many  people  could  eat  somewhat 
more  meats,  more  fresh  vegetables,  and  more  fruits  than  they  now  do 
either  by  substituting  for  staples  or  in  addition  to  what  is  already 
eaten  if  they  could  be  led  to  prefer  those  things  over  some  of  the 
things  for  which  they  now  spend  their  incomes.  This  point  should 
be  of  particular  interest  to  California  farmers  because  they  produce 
so  many  specialties. 

Ordinarily  a  large  volume  of  business  is  necessary  in  order  to 
carry  the  heavy  expense  of  national  advertising.  It  is  not  likely  that 
private  enterprises  handling  California  oranges  and  lemons  through 
a  large  number  of  relatively  small  agencies  could  possibly  have 
advertised  those  products  and  developed  markets  for  them  in  the  way 
the  California  Fruit  Growers'  Exchange  has  done.     Nor  is  it  likely 


Taylor,  A.  E.     Your  inelastic  appetite.     Sunset  52:20,  21,  58.     1924. 
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that  any  group  of  individual  firms  ivould  have  put  forth  the  enormous 
effort  to  widen  the  markets  which  the  Sun-Maid  Raisin  Growers' 
Association  has  put  forth. 

Not  only,  however,  must  there  be  a  large  volume  of  business  to 
cover  such  expenses  but  there  must  be  control  of  a  large  proportion 
of  the  total  production.  Exception  should  be  made,  however,  to  the 
case  of  organizations  which  restrict  their  distribution  to  a  relatively 
small  area.  Tillamook  cheese,  for  example,  commands  a  premium  on 
the  Pacific  Coast  and  it  is  to  this  area  that  the  advertising  of  this 
brand  has  been  limited. 

The  development  of  markets  involves  more  than  advertising.  For 
example,  the  development  of  European  or  Asiatic  markets  for  prunes, 
for  rice,  for  raisins,  involves  the  establishment  of  sales  agencies  when 
it  is  known  that  their  establishment  will  involve  losses  for  a  number 
of  years.  An  association  controlling  a  large  portion  of  an  important 
crop  of  which  the  production  is  increasing  can  well  afford  to  under- 
take such  activities ;  but  no  organization  handling  only  a  small  portion 
of  a  crop  could  afford  to  go  to  such  expense,  because  competitors 
would  promptly  step  in  and  obtain  the  advantages  once  a  market  has 
been  established. 

How  greatly  advertising  is  valued  by  business  men  in  general  is 
indicated  by  the  fact  that  the  trade  marks  of  certain  well-known 
articles  are  valued  at  from  six  to  ten  million  dollars;  and  it  has  been 
estimated  that  the  very  name  "Sunkist"  is  easily  worth  $6,000,000. 
At  that  rate  each  of  the  members  of  the  California  Fruit  Growers' 
Exchange  has  an  average  asset  of  more  than  $545  to  add  to  the  value 
of  his  business  of  orange  or  lemon  growing,  or  an  average  asset  of 
$30  per  acre  to  write  into  the  value  of  his  land.* 

(7)  Collective  Bargaining. — The  lure  of  price  control  has  been 
prominent  in  the  propaganda  of  many  an  organization  campaign. 
Its  popularity  arises  out  of  the  belief  on  the  part  of  the  farmer  that 
everyone  but  himself  does  control  price  and  that  he  too  can  do  so  if 
only  he  and  his  fellows  become  properly  organized. 

Individually  the  farmer  is  a  notoriously  weak  bargainer  because 

(a)  He  does  not  know  in  what  grade  his  product  falls; 

(b)  He  does  not  know  the  relative  value  of  different  grades; 

(c)  He  does  not  know  what  his  local  price  should  be  even  when 
central  market  prices  are  known,  and  frequently  he  cannot  even 
interpret  wholesale  market  quotations; 


*  How  many  millions  is  *' Sunkist"  worth?     Calif.  Citrograph  10:7-9.     1924. 


ClRC.  298]  POSSIBILITIES   OF   COOPERATIVE   MARKETING  11 

(d)  He  cannot  follow  market  conditions  closely  enough  to  know 
at  any  given  time  whether  market  tendencies  are  up  or  down ;  and 

(e)  He  is  slow  in  judging  a  proposition  put  in  a  new  way. 
Local  organization  may  put  a  group  of  farmers  in  a  somewhat 

improved  position,  particularly  if  their  market  is  mainly  local  and 
not  readily  supplied  from  outside  sources.  Most  associations  of  milk 
producers  are  in  this  class,  as  are  growers  of  canning  crops.  Most 
local  organizations  such  as  farmers'  elevator  companies,  livestock 
shipping  associations,  and  local  creameries  merely  give  all  their 
members  an  even  chance  at  the  wholesale  market.  This  may,  indeed, 
be  a  greater  price  advantage  than  can  be  obtained  by  any  further 
organization,  especially  for  the  weak  bargainer.  It  is  doubtful,  how- 
ever, whether  a  very  large  organization  of  livestock  producers  could 
go  much  further  in  price  making  than  at  present  except  in  so  far  as 
it  might  influence  prices  by  controlling  flow  to  market. 

When  an  organization  acquires  "that  substantial  control"  which 
gives  it  temporarily  an  element  of  monopoly,  a  different  situation 
obtains.  Several  California  organizations  have  been  in  this  position 
of  late  years.  They  must  and  do  name  a  price  for  the  crop  at  hand. 
Their  situation  differs  from  the  usual  idea  of  monopoly  in  the  sense 
that  they  have  no  control  over  production.  They  merely  ask  the 
highest  price  at  which  the  consumer  will  take  the  entire  crop.  More- 
over, this  may  have  an  element  of  collective  bargaining,  when,  for 
example,  the  management  advises  with  the  trade  as  to  the  price  at 
which  the  crop  can  be  moved.  Such  procedure  is  not  possible,  how- 
ever, with  such  a  product  as  lemons,  because  these  must  be  moved  out 
throughout  the  year  as  they  mature.  In  this  case  the  auctions  largely 
determine  the  price  as  the  product  moves  into  trade  channels.  Cen- 
tralized control  of  the  flow  to  market  would  help  stabilize  price,  but 
probably  could  raise  it  only  by  eliminating  the  "red  ink"  troughs. 

It  seems  clear  that  central  sales  control  by  an  efficient  organization 
puts  producers  in  a  much  better  position  than  individual  action.  It 
is  equally  evident,  however,  that  the  price-making  power  of  coopera- 
tive organizations  is  much  more  limited  than  is  commonly  believed. 
The  biggest  opportunities  often  lie  between  the  producer  and  the 
wholesale  market,  although  in  many  instances  cooperative  organiza- 
tions can  also  influence  and  particularly  can  steady  the  wholesale 
price.  An  important  example  of  the  latter  possibility  is  the  practice 
of  refusing  to  sell  to  known  speculative  buyers  and  of  guaranteeing 
regular  dealers  against  price  declines  for  limited  periods. 
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(8)  Financing  of  Marketing  Operations. — The  individual  farmer 
in  many  parts  of  the  country  has  paid  dearly  for  credit.  Where  com- 
mercial organizations  have  supplied  the  credit,  they  have  had  to  ' '  play 
safe"  and  have  not  only  charged  high  rates  but  have  also  required 
producers  to  sell  to  them,  thus  restricting  their  outlets.  This  has 
been  particularly  true  of  cotton  and  tobacco. 

Cooperative  associations,  when  efficiently  managed,  can  obtain 
credit  at  more  reasonable  rates  or  they  may  obtain  more  credit,  or 
both,  than  can  the  average  individual.  They  do  this  (a)  on  the  basis 
of  collective  credit  of  the  group;  (b)  on  the  basis  of  adequately  ware- 
housed goods;  and  (c)  on  the  basis  of  collectively  owned  property. 
The  farmer  has  long  complained  that  big  business  is  a  favored 
borrower.  He  is  coming  to  see  that  a  properly  organized  and  effici- 
ently operated  cooperative  association  has  an  equal  chance,  at  least, 
with  any  other  business  institution.  Furthermore,  since  the  estab- 
lishment of  Federal  Intermediate  Credit  Banks,  growers'  associations 
can  borrow  on  favorable  terms.  The  net  result  then  is  not  only  more 
or  better  credit  but  greater  freedom  in  bargaining  for  sale  or 
purchase. 

(9)  Making  Marketing  More  Efficient. — Much  of  what  has  already 
been  discussed  of  course  falls  under  the  above  heading.  There  are 
numerous  other  ways,  however,  in  which  marketing  can  be  made  more 
efficient.  Many  of  the  large  organizations  have  been  able  to  correct 
certain  abuses  which  had  crept  into  business. 

In  many  instances  marketing  costs  have  been  reduced.  Farmers' 
elevators  in  the  grain  belt  have  often  reduced  costs  per  unit  from  one 
to  several  cents  a  bushel  by  increasing  their  volume  of  business. 
Farmers'  creameries  and  livestock  associations  have  frequently  done 
the  same  thing.  The  California  Fruit  Growers'  Exchange  reduced  the 
cost  of  distributing  and  selling  fruit — in  fact  cut  it  just  about  in  half. 
Wherever  costs  have  been  cut  the  profits  have  gone  back  to  the 
farmers  in  higher  prices  or  patronage  refunds. 

This  point  should  not  be  misunderstood.  A  cooperative  association 
cannot  do  business  more  cheaply  than  private  enterprise  can  run  the 
same  business.  In  fact  many  instances  can  be  found  where  private 
industry  has  cut  costs  even  more  drastically.  In  these  cases,  however, 
the  savings  have  for  the  most  part  gone  to  the  enterpriser  as  profit, 
while  the  margins  were  established  by  the  less  efficient.  But  the 
cooperative  associations  often  get  much  more  of  the  business  of  a 
community  than  any  single  private  enterprise  has  been  able  to  get 
and  hence  can  cut  costs  more  easily. 
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Decreased  costs  should  not  be  taken  as  the  sole  measure  of 
efficiency.  Very  often  there  are  increased  services.  There  is  probably 
no  successful  cooperative  association  which  is  not  offering  more 
services  than  private  enterprise  was  offering.  They  are,  for  example, 
more  efficient  in  collecting  claims,  in  expediting  movement,  in  push- 
ing sales;  they  go  further  in  developing  new  markets  and  in  adver- 
tising the  products.  All  of  these  services  and  others  must  be 
considered  in  making  comparisons. 

(10)  Maintaining  Favorable  Public  Relations. — This  heading  is 
used  for  lack  of  one  more  appropriate  to  cover  a  variety  of  services 
which  strong  cooperative  organizations  can  and  do  perform.  The 
management  and  officers  are  closely  in  touch  with  the  needs  of  their 
industry.  They  are  in  an  excellent  position  to  present  evidence  against 
proposed  harmful  legislation  or  to  present  facts  in  favor  of  desirable 
legislation. 

Similarly  there  is  the  occasional  need  for  someone  to  appear  before 
public  bodies.  A  few  years  ago,  there  was  a  proposal  for  a  ten  per 
cent  increase  in  freight  rates  on  grain  from  the  Middle  West.  Grain 
dealers  made  no  protest.  It  mattered  little  to  them.  But  the  farmers' 
elevator  companies  realized  that  an  increase  in  freight  rates  meant 
decreased  prices  for  grain.  Through  their  national  organization  they 
appeared  before  the  Interstate  Commerce  Commission  and  won  their 
case,  saving  their  members  thousands  of  dollars.  Many  similar 
instances  could  be  cited.  Enough  has  been  said,  however,  to  show 
that  strong  cooperative  organizations  serve  their  members  in  other 
ways  than  through  the  immediate  services  for  which  they  were 
established. 

LIMITATIONS  OF   COOPERATIVE   MARKETING 

Thus  far  I  have  been  writing  in  rather  glowing  terms  of  the 
possibilities  of  cooperative  marketing.  There  are,  however,  some 
very  definite  limitations.  Oddly  enough  some  of  these  limitations  are 
widely  heralded  as  possibilities.  There  are  perhaps  no  two  ideas 
more  widely  prevalent  among  farmers  than  the  ideas  (1)  that  a 
strong  cooperative  organization  should  be  able  to  fix  prices  more  or 
less  regardless  of  the  laws  of  supply  and  demand,  and  (2)  that 
cooperation  will  "eliminate  the  middleman."  Yet  both  of  these  are 
largely  impossible,  and  are  given  below  as  limitations.  In  fact,  these 
two  are  what  might  be  called  positive  limitations.  Other  limitations 
are  more  in  the  nature  of  difficulties  which  competent  management 
may  overcome. 
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(1)  Cooperative  Associations  Cannot  Arbitrarily  "Fix"  Prices. — 
I  have  already  pointed  out  indirectly  some  of  the  limitations  to  price 
control  by  farmers'  organizations.  No  farmers'  organization  can 
"fix"  the  price  at  which  the  product  is  to  be  sold  and  sell  all  its 
product  unless  that  price  also  suits  the  consumer.  It  is  the  old  story 
of  not  being  able  to  make  the  horse  drink  after  you  have  led  him  to 
the  water.  The  consumer  holds  the  purse  strings,  and  if  the  price  is 
too  high  he  will  buy  less — perhaps  a  little  less,  perhaps  much  less, 
but  always  less.  And  the  cooperative  organizations,  no  matter  how 
powerful,  have  no  way  of  stopping  production  so  as  to  maintain  any 
given  price.  It  must  be  remembered  that  there  is  probably  no  farm 
product  of  which  the  supply  will  not  increase  if  a  price  is  obtained 
that  makes  production  unusually  profitable  as  compared  with  other 
lines  of  farming. 

Suppose,  for  example,  that  a  group  of  milk  producers  about  a 
given  city  form  an  organization  which  succeeds  in  obtaining  an 
unusually  profitable  price.  Many  producers  at  once  begin  to  feed 
their  cows  better  and  to  give  them  greater  care.  Others  may  buy 
cows  from  distant  producers  now  supplying  some  other  market. 
Producers  who  have  been  selling  cream  to  butter  factories  begin  to 
sell  whole  milk.  Cows  are  milked  a  little  longer  during  each 
lactation  period.  Old  cows  which  were  to  have  gone  to  slaughter  are 
kept  another  year.  All  this  is  on  the  production  side  of  supply. 
There  is  another  side.  Less  milk  is  wasted;  less  is  fed  to  calves  and 
other  young  stock;  less  is  used  in  the  farm  home;  less  is  made  into 
butter.  The  result — it  may  come  slowly  or  quickly — is  an  increased 
supply  of  whole  milk. 

A  strong  association  controlling  a  large  percentage  of  the  supply 
might  divert  some  of  the  product  to  secondary  uses,  but  if  that 
involves  lower  prices  the  association  loses  on  the  surplus  so  diverted 
while  the  lump  sum  obtained  for  the  total  product  has  to  be  divided 
between  a  constantly  increasing  number  of  producers. 

(2)  Cooperative  Organizations  Cannot  "Eliminate  the  Middle- 
man."— A  second  fallacy  is  that  cooperation  "eliminates  the  middle- 
man." What  is  done  is  to  replace  private  business  units  by  coopera- 
tive units.  True,  one  cooperative  association  may  replace  a  number 
of  dealers.  Again,  a  farmers'  organization  may  take  over  a  series  of 
dealers,  each  of  whom  has  been  playing  his  part  in  moving  the 
product  toward  the  consumer.  The  California  Fruit  Growers' 
Exchange,  for  example,  has  in  its  system  the  local  house,  the  central 
exchange,  and  the  eastern  representative.     These  have  replaced  the 
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local  buyer,  the  distributor  and  the  broker.  This,  however,  is  not 
elimination,  but  integration — bringing  a  succession  of  steps  under  one 
control.  No  large  organization  has  thus  far  eliminated  any  of  the 
important  steps  in  the  marketing  process.  Many  have  brought 
several  steps  under  one  control.  This  has  not  always  meant  lower 
costs.  Often  it  has  meant  better  service,  greater  control  over  dis- 
tribution, etc.,  so  that  in  the  end  there  has  been  a  net  gain. 

It  must  not  be  forgotten  that  private  business  men  are  also  trying 
to  "eliminate  the  middleman."  Wherever  a  given  dealer  can  find 
and  use  a  short  cut  that  enables  him  to  increase  his  own  profit,  he 
uses  it.  Some  retailers  buy  directly  of  farmers.  They  do  not  all  do 
it  because  most  of  them  find  that  they  can  make  more  profit  by 
attending  to  their  retail  business  and  letting  wholesalers,  jobbers, 
brokers,  and  distributors  perform  some  of  the  market  services  for 
them.  For  the  same  reasons  farmers  cannot  eliminate  these  inter- 
mediaries. 

(3)  Cooperative  Marketing  Cannot  Cut  Costs  Greatly. — This  has 
already  been  discussed,  but  should  be  mentioned  again  at  this  point. 
It  is  often  assumed  that  a  cooperative  organization  can  do  business 
more  cheaply  than  can  a  private  organization  because  it  is  expected 
to  eliminate  all  profits.  The  important  thing  that  is  overlooked  by 
those  who  hold  this  view  is  the  fact  that  profits,  in  our  competitive 
system,  arise  out  of  the  very  fact  that  costs  of  operation  have  been 
cut  by  those  concerns  which  are  making  profits.  Many  a  cooperative 
has  found  that  there  were  no  profits  because  inefficient  management 
had  been  hired  or  because  the  entire  plan  of  operation  was 
uneconomical  and  therefore  unsound. 

A  little  analysis  should  show  that  only  by  the  most  capable  man- 
agement can  the  cooperative  organization  cut  costs.  The  cooperative 
farmers,  for  example,  must  hire  all  their  help  from  the  manager 
down  to  the  humblest  clerk.  In  the  private  organization  there  are 
usually  a  number  of  the  owners  taking  an  active  part  in  the  manage- 
ment and  operation.  Any  savings  in  cost  go  directly  to  them.  Any 
savings  in  cost  made  by  the  manager  of  a  cooperative  organization, 
on  the  other  hand,  go  to  those  who  hire  him.  Consequently,  he  is  not 
so  vitally  interested  in  keeping  down  costs  as  is  the  private  operator. 

Putting  farmers  themselves  in  charge  does  not  remedy  the  situ- 
ation. Attempts  have  often  been  made  to  cut  costs  by  hiring  some  of 
the  members  at  low  salaries  to  run  the  business.  In  most  cases  it  is 
found  that  such  inexperienced  management  is  most  expensive.  It  is 
very  easy  for  the  inexperienced  man  to  make  mistakes  that  mean 
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increased  costs,  to  pay  too  much  for  supplies,  to  purchase  supplies 
or  equipment  that  are  not  quite  what  are  needed,  to  hire  inefficient 
help  because  he  does  not  know  what  to  expect  of  help  in  the  various 
positions.  Clearly  cooperative  management  must  operate  as  efficiently 
as  private  business  if  it  is  to  have  an  even  start  at  cost  cutting.  Any 
advantage  of  large  scale  business  may  be  lost  through  inefficient 
management  if  this  point  is  overlooked. 

In  addition  to  the  three  limitations  above  given  there  are  a  number 
of  inherent  weaknesses  in  cooperation  which  must  be  overcome  by 
capable  management  if  cooperation  is  to  be  genuinely  successful. 
The  more  outstanding  of  these  are : 

(a)  It  is  difficult  for  management  and  membership  to  keep  in 
harmony.  A  cooperative  organization  is  made  up  of  a  group  of 
individuals  each  of  whom  operates  an  independent  business  of  his 
own,  but  all  of  whom  have  a  common  purpose  in  cooperating.  After 
they  have  been  united  into  an  organization  each  individual  continues 
to  go  about  his  own  business,  while  the  management  proceeds  to 
execute  the  purposes  of  the  new  organization.  There  is  always  danger 
that  members  and  management  get  out  of  step  with  each  other.  That 
is,  the  producers,  busy  with  their  own  affairs,  ignore  the  problems  of 
the  association.  The  management,  on  the  other  hand,  becomes  so 
engrossed  in  the  details  of  management  as  to  lose  the  point  of  view 
of  the  members.  This  does  not  mean  that  the  management  fails  to 
keep  in  mind  the  interests  of  the  members;  it  is  just  as  serious,  how- 
ever, from  the  point  of  view  of  harmony  and  efficient  functioning, 
if  the  management  interprets  the  needs  of  the  members  differently 
from  the  way  the  members  themselves  interpret  them. 

Thus  even  though  the  management  is  capable  and  sincere  there  is 
a  real  possibility  for  serious  misunderstanding  if  the  growers  do  not 
understand  changes  in  the  policy  of  the  management  or  if  they  come 
to  believe  that  the  management  has  not  followed  their  original 
intentions. 

(&)  Members  become  careless  as  "cooperative  citizens."  Mem- 
bers may  lose  interest  and  fail  to  come  out  to  annual  meetings  or  they 
may  select  as  directors  and  officers  those  among  them  who  are  the 
best  talkers  rather  than  those  who  have  the  greatest  business  ability. 
Either  situation  is  likely  to  lead  to  the  election  of  second  rate  men 
as  directors.  The  directorship  in  a  cooperative  association  is  so 
important  that  only  the  ablest  men  available  should  be  elected.  Most 
mistakes  in  management  after  all  are  traceable  to  the  directors. 
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(c)  There  is  often  a  tendency  towards  extravagance.  The  man- 
agement may  figure  that  a  given  expenditure  costs  but  a  fraction  of  a 
cent  per  unit  but  the  members  later  see  the  lump  sum.  The  piling 
up  of  a  number  of  small  amounts  soon  increases  costs  out  of  propor- 
tion to  business  done. 

It  is  sometimes  said  that  an  organization  must  have  a  volume  of 
business  large  enough  to  carry  its  overhead  expenses.  It  is  just  as 
important,  however,  that  a  large  organization  with  a  great  volume 
of  business  keep  its  overhead  down  to  a  point  where  it  can  meet  or 
beat  competition. 

(d)  Outsiders  sometimes  get  higher  prices  than  members.  There 
is  a  disrupting  influence  in  the  fact  that  even  with  an  efficient  organ- 
ization outside  growers  are  at  times  able  to  obtain  higher  prices  than 
members.  Such  a  situation  is  not  necessarily  a  reflection  on  the 
efficiency  of  a  cooperative  association.  It  is  a  situation,  however, 
which  places  some  definite  limits  on  what  a  cooperative  may  do.  The 
greater  the  percentage  of  a  crop  a  cooperative  organization  controls, 
the  greater  the  likelihood  that  some  of  the  outsiders  will  get  higher 
returns  than  the  members  get,  though  not  necessarily  higher  returns 
than  the  members  would  get  if  the  cooperative  association  were  not 
in  existence. 

There  are  several  reasons  for  this  situation.  (1)  The  private 
buyer,  if  he  handles  a  number  of  lines,  may  sacrifice  profits  on  the 
cooperatively  marketed  line  in  order  to  discredit  the  association. 
(2)  He  may  want  to  supply  his  regular  customers  a  "full  line"  so 
as  not  to  make  them  go  to  a  competitor  for  a  part  of  their  stock.  He 
may  therefore  be  willing  to  pay  a  substantial  premium  over  returns 
the  association  makes  to  its  members  if  that  is  necessary  to  get  the 
goods  he  needs.  (3)  The  independent  buyer  may  be  able  to  pay  more 
because  he  does  not  need  to  make  expenditures  for  advertising  and 
market  development  except  when  such  expenditures  will  directly 
benefit  his  own  brands.  A  cooperative,  on  the  other  hand,  may  be 
building  for  the  future  of  the  industry.  (4)  The  independent  may 
be  buying  only  such  crops  and  such  qualities  as  he  requires  for  his 
immediate  trade  needs  and  may  therefore  assume  less  risk  than  a  large 
cooperative  from  losses  on  price  declines,  shrinkage,  spoilage,  storage, 
and  insurance  charges  on  holdovers,  etc.  (5)  In  some  cases  the 
independent  buyer  can  pay  a  premium  because  he  takes  no  loss  on 
surplus,  whereas  a  cooperative  may  seek  to  support  the  market  by 
diverting  a  portion  of  the  product  into  non-competing  channels,  even 
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though  this  involves  a  direct  loss  on  the  portion  so  diverted.  This, 
in  fact,  becomes  a  very  serious  problem  when  a  large  organization 
with  monopoly  control  seeks  to  operate  on  this  basis. 

(e)  Finally,  the  members  of  a  new  organization  often  expect  too 
much.  Seldom,  indeed  can  a  large  organization  be  formed  without 
raising  hope  too  high.  Then  follows  disappointment,  contention  and 
complaint,  which  only  the  most  patient  and  capable  of  management 
can  overcome.  Indeed,  here  lies  one  of  the  big  jobs  of  the  manager 
of  a  cooperative  association.  He  must  not  only  be  an  efficient  manager 
but  must  keep  his  membership  with  him.  He  must  have  such  a  vision 
of  what  a  strong  organization  can  do  that  his  enthusiasm  becomes 
contagious.  At  the  same  time  he  must  be  sufficiently  level-headed  not 
to  buoy  up  his  members  with  false  hopes. 


SUMMARY 

1.  The  possibilities  and  limitations  of  cooperative  marketing  are 
very  generally  misunderstood.  In  fact,  some  of  its  limitations  are 
often  heralded  as  possibilities,  whereas  many  of  its  possibilities  are 
not  generally  appreciated  at  all. 

2.  Some  of  the  outstanding  possibilities  are : 

(1)  Standardizing  and  improving  production. 

(2)  Standardizing  and  improving  grade  and  pack. 

(3)  Stabilizing  production. 

(4)  Controlling  flow  to  market. 

(5)  Improving  distribution  between  markets. 

(6)  Advertising  and  the  development  of  new  markets. 

(7)  Collective  bargaining. 

(8)  Financing  of  marketing  operations. 

(9)  Making  marketing  more  efficient. 

(10)   Maintaining  favorable  public  relations. 

3.  Three  limitations  are  set  out  particularly  because  they  are  so 
often  listed  as  possibilities  of  cooperation.     They  are : 

(1)  Cooperative  associations  cannot  arbitrarily  "fix"  prices 
although  they  can  and  do  exercise  a  favorable  influence 
on  prices. 
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(2)  Cooperative  organizations  cannot  " eliminate  the  middle- 

man" except  in  the  sense  of  combining  the  function 
performed  by  a  number  of  dealers  at  any  given  stage  in 
the  marketing  process.  What  they  really  do  is  (a)  to 
substitute  a  cooperative  agency  for  a  private,  and  (b)  to 
combine  a  series  of  steps  in  the  marketing  process  under 
one  management. 

(3)  Cooperative  marketing  cannot  cut  costs  greatly.    That  is, 

a  cooperative  organization  cannot  operate  a  given  busi- 
ness unit  any  more  cheaply  than  a  private  concern  could 
operate  the  same  unit.  They  may,  however,  cut  their 
costs  if  they  can  increase  the  volume  of  business  over 
that  of  the  larger  private  dealers  or  if  they  can  operate 
as  efficiently  as  the  more  efficient  of  these. 

4.  There  are  also  some  inherent  difficulties  which  capable  manage- 
ment may  and  often  does  overcome.'  Most  important  among  these  are : 

(1)  It  is  difficult  to  maintain  harmony  between  management 

and  members. 

(2)  Members  become  careless  as  cooperative  citizens,  failing 

to  vote  or  making  poor  selections  of  officers. 

(3)  There  is  often  a  tendency  towards  extravagance. 

(4)  Outsiders  sometimes  get  higher  prices  than  members  even 

when  an  organization  is  functioning  efficiently. 

(5)  Members  of  a  new  organization  often  expect  impossibilities. 

5.  The  manager  of  a  cooperative  association  must  not  only  be  an 
efficient  manager  but  must  keep  his  membership  with  him.  He  must 
have  such  a  vision  of  what  a  strong  organization  can  do  that  his 
enthusiasm  becomes  contagious  without  leading  to  extravagant 
expectations. 
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